ABSTRACT. General purpose external reporting is directed toward the common interest of various potential users. Variety of user needs are being satisfied by general purpose financial statements prepared under condition of neutrality. Unquestionably, there are a large number of diverse users of published financial statements. Heterogeneity of users by type as well as within groups could prove that user groups have different information needs. Since the possibility of diverse user needs is an untested proposition, the objective of this paper is to conduct an empirical investigation of homogeneity of information needs by diverse users of financial statements. The investigation surveyed six prime user groups in the Kingdom of Saudi Arabia (K.S.A.) in order to determine their perceptions of the importance of 59 items of financial and nonfinancial information which might appear in annual reports. Significant test results and extensive financial statements review were used to construct disclosure criteria. The criteria were then applied through data expansion approach to enhance the Saudi Arabian disclosure standard-setting.
I. Introduction
Communicating financial information to those outside an entity is achieved through financial reports. Information is provided through financial statements, supplementary information, notes to financial statements, and by other means of financial reporting ASOBAT [1966] , APB statement 4 [1970] , SATTA [1977] , and accounting standards [1986] recognized the fact that many user groups depend on general purpose reporting to obtain information for decision-making purposes. Since decision models may vary between diverse users, the diversity in decision models implies diversity in needed information-there is some reason to question whether information needs for various types of objectives can be satisfied with a single set of general purpose reports.
One of ASOBAT's reactions to this issue was to call for multiple measures. However, there are perceived limits to the ability of users to absorb additional information. Accordingly, data expansion approach raises questions regarding the data to be added and the process by which data are to be selected. The Trueblood report [1973] established the premise that while there are different user groups, they have a large commonality in terms of similar decisions and information needs.
A very limited number of accounting researches have focused on the issue of the validity of general purpose reporting to diverse user objectives. Wolk, Francis, and Tearney [1984] stated that the case of user heterogeneity of information needs (and heretogeneity proponents are totally a priori in nature). Empirical research is desperately needed to shed some light on this extremely important question. Moreover, until the hypothesis of diverse user needs becomes validated through empirical testing, the aim of the standard-setting organizations should be to produce general purpose financial statements where rules are determined in a neutral setting with adequate disclosure of knowledgeable users.
Three years ago the Saudi Ministry of Commerce issued a voluminous decree concerning "Statement of Financial Accounting Objectives, Concepts, General Disclosure Standards, and Auditing Standards [1985] . The conceptual section of the financial accounting standards stated that users of financial reporting are owners, lenders, suppliers, potential investors and creditors, employees, management, directors, and government agencies as taxing, planning and regulatory authorities. Moreover, this section determined the interests of prime user groups in the information provided by general purpose financial reports. The Saudi financial accounting standards (Exhibit 2) were developed after careful studies had been made of Tunisian, West Germany, and United States standards. However, Saudi and U.S. standards have a large commonality in terms of their conceptual framework. In fact, Saudi standards constitute a pioneer effort leading to formulating the first comprehensive Arabic standards.
The purpose of this paper is to conduct an empirical investigation of the issue of the homogeneity of information needs shown by prime users of financial statements. The investigation is based on surveying the general purpose disclosure needs, and testing the significance of their variances among user groups. The investigation results are then used to make an evaluation as to which extent the general disclosure needs were actually met by: (1) the Saudi disclosure standards; and (2) the recently published annual reports. The findings of the research are used to recommend relevant measures to enhance the K.S.A. disclosure standard-setting.
The second section of the paper presents a literature review of the issue of homogeneity of information needs for diverse users of financial statements and its relation to the standard-setting process. Research hypotheses, methodology used to collect data and the statistical procedures for analyzing the data are described in section III. Section IV presents results of testing the hypothesis of homogeneity of information needs for prime user groups. Section V deals with an application of the data expansion approach based on comparing the surveyed general purpose information needs to the Saudi disclosure mandates. Section VI evaluates the compliance of the corporate annual reports with the Saudi disclosure standards. The paper Appendix exhibits major descriptive statistics regarding characteristics of each disclosure item surveyed by various prime user groups.
II. Literature Review
Although accounting authorities feel that there is a large number of users of published financial statements, little research has attempted to identify and quantify the perceived differences of information needs shown by diverse users of financial statements. Variation in the decision models employed by statement users imply that the type and amount of financial information needed will also vary among users. Moreover, accounting reports prepared by using one measurement method may be highly relevant to one group of users and irrelevant to another. The existence of this possibility has caused Revsine [1966 [ ], and Hornbostel [1972 to question the utility of the general purpose philosophy. Beaver and Demski [1974] lean toward user heterogeneity on a priori basis. Dopuch and Sunder [1980] see potential heterogeneity among management, auditors and users. In turn, the user group itself is heterogeneous. The heterogeneity among these groups is seen at three different levels: desired information in financial statements, desired accounting principles and desired objectives. Accordingly, they see that the task of the standard-setting body as one of knowing how to mediate among competing interests.
On the empirical side, Brenner [1970] provided some evidence which questions the utility of general purpose reports through discovering financial statement users' views of the desirability of reporting current cost information. Several other studies attempted to measure the relative importance and/or the extent of disclosure of selected types of financial and nonfinancial information in annual reports, but without making any reference to the standard-setting process. For example, Singhvi and Desai [1971] developed an index of disclosure which was primarily based on work done by Cerf [1961] . The index consisted of 34 items of information which were used as a basis for a composite measure of the extent of disclosure in annual reports. Carpenter, Francia, and Strawser [1971] surveyed four user groups in order to determine their percpetions of importance, and information deficiencies for, several problems areas of accounting. Finally, Buzby [1974] used 38 items of financial and nonfinancial information to measure the relative importance of each of the items to a prime user group and to measure also a specific purpose (investment in common equities). The study constructed a weighted disclosure criteria for each of the items. Disclosure criteria was then applied to 88 annual reports to measure the extent of disclosure for each item and the overall disclosure in the annual report sample. As regards the international level, the issue of homogeneity of information needs for diverse users of financial statements has not been subject to empirical investigation especially in the Arab World. The paper addresses this issue within the U.S. and the Saudi standard setting-process.
III. Research Methodology

Research Hypotheses
The research is designed to test the following three hypotheses:
(1) Homogeneity of Information Needs for Diverse Users of Financial Statements:
There is a general agreement among prime user groups of Saudi financial statements regarding the importance of items of the general purpose reporting. In other words, there are no significant differences among prime user groups regarding their requirements of general purpose information.
(2) Validity of General Purpose Reporting to Diverse User Objectives: Saudi disclosure mandates (provisions) are sufficient to meet the information needs of diverse users of financial statements.
(3) Application of the Saudi disclosure standards to corporate financial statements: Saudi financial statements issued after the issuance of the disclosure standards comply with the Ministry of Commerce disclosure mandates.
Research Design
In order to test the research hypotheses, the following components are determined:
1. A survey of general purpose information needs for prime user groups.
2. Mandates (provisions) of the Saudi disclosure standards [1985] .
3. Contents of financial statements of a sample of Saudi corporations that were published after the issuance of the disclosure standards.
Exhibit 1 shows the comparisons applied to those components to test the research hypotheses and to provide guidelines for enhancing the Saudi disclosure standards.
Saudi Financial Accounting Standards
Exhibit 2 shows a summary of the Saudi financial accounting standards. Reviewing these standards shows a large commonality between them and the U.S. conceptual framework standards (SFAC 1-3).
EXHIBIT (1 
Prime User Groups
Since the question of homogeneity of information needs for diverse users is related to both the user and the information relevant to this purpose, user groups and items of information were selected as the initial step of the study. Selected users consisted of prime user groups in KSA and US standards. The investigation surveyed the following groups:
Present and Potential Investors
There is no official capital market in the KSA. The Saudi laws require that securities are to be exchanged through commercial banks licensed by the Saudi Arabian Monetary Agency (SAMA). Since most of the private sector securities exchange consultations are performed by the "Saudi Consulting Center for Finance and Investment", the following users were used as surrogates for present and potential investors:
■ Consulting Center for Finance and Investment: The major investment consultant to Saudi investors. ■ Chamber of Commerce and Industry: The major federation of private sector firms owners.
Present and Potential Creditors
This user group is composed of all Saudi national banks and development fund (lending) institutions
Firms' Management
This user group is composed of a sample of five Saudi corporations representing the largest firm in each sector of the KSA economy (based on paid in capital as shown in Table 8 SABIC is the major Saudi holding firm and prepares consolidated financial statements as mandated by Saudi disclosure standards.
Regulatory Authorities
■ Ministry of Commerce: The Saudi standard setting body which is responsible for following up registering of corporations in Saudi economy and developing financial accounting standards.
■ Department of Income Tax and Zakat: This agency is similar to the IRS in the US. It is the taxing authority for all types of firms operating in KSA.
■ General Auditing Bureau: This agency is similar to the GAO in the US. It is responsible for auditing corporations where the Saudi government owns 25% of more of its shares.
The above order of user groups was used in performing the statistical analysis and tabulating the results of the empirical investigation. This is attributed to the fact that both Saudi and US standards stated that members and potential members of the first two groups-investors and creditors-have to contemplate having direct economic interests in particular business enterprises. They use information provided by financial reporting and generally lack the authority to prescribe the information they need. Managers and directors also have direct interest. On the other hand, members of regulatory authorities have indirect interests in addition to a statutory authority to obtain information needed [SFAC 1, 1978 and Saudi Standards, 1985] . The statistical analysis (Tables 3 and Appendix) followed the above order of prime user groups so as to provide meaningful coefficients of skewness and kurtosis regarding the importance assigned by user groups to each surveyed disclosure item mentioned in the questionnaire.
Items of Information and the Questionnaire
An extensive review of the accounting literature was conducted in order to select the initial list of disclosure items that can be included in the questionnaire. Selection of an item was based on five sources, First, items of the Saudi disclosure standards. Second; items that are being disclosed in annual reports of the Saudi corporations over the last three years. Third, items that deemed relevant to filing financial reports with the Saudi Ministry of Commerce, General Auditing Bureau, and Department of Income Tax and Zakat. Fourth, items that are required to file a 10-K report with SEC and regulation S-X. Fifth, disclosure provisions that were required by major SFAS (No.2, 14, 19, 33 and 52) and are relevant to the Saudi business enterprises.
Items of information selected from the above survey were used to construct a pilot study questionnaire The questionnaire was distributed among the above user groups. Information from the pilot study questionnaire was used to refine and adjust the final form of the questionnaire. This final form consisted of 59 items or types of information distributed according to the following questionnaire categories: 4 items (8/1-8/4) 9. Other General Notes 6 items (9/1-9/6) 10. Notes on Forecasting (Prediction) 8 items (10/1-10/8) Table ( 3) exhibits a full description of these items. The questionnaire required the user to rate each item on a "0" to "3" scale with a "3" to be assigned if it is very important to the user objective (it is essential for the item to be in the annual reports), a "2" to be assigned if it is important to the user objective, a "1" to be assigned if it is of a limited importance to the user objective and a "0" to be assigned if it is of no importance to the user objective (it is not necessary for the item to appear in annual reports). Assignment of the weights was to be made by judging the importance of a given item relative to other items in the list and regardless of the cost factor that might limit the amount of information that the corporation could disclose. The Annual Report Sample
Exhibit 1 showed that this study measures the extent of disclosure compliance with the Saudi disclosure mandates that were issued in late 1985. A sample of 26 corporations are covered in the study. These companies are chosen because they publicly disclosed their 1986/1987 financial statements in the local newspapers during the first six months of 1988 (the research period). Corporations included in the sample are the largest Saudi firms as measured by paid in capital and total assets net of accumulated depreciation. They represent 61.9% of Saudi corporations whose shares are exchanged in the market, and had fiscal years which ended between June 30, 1986 and December 31, 1987 . Table 2 shows the corporations included in the sample of annual reports classified by Saudi economic sectors. 
Statistical Procedures
Having surveyed the disclosure information needs by prime user groups, item score weights were tabulated as rows corresponding to six columns of prime user groups. The weight for a particular item was calculated by summing the integer values assigned to them and dividing by number of users in each prime user group. A mean was used to summarize the response scores of the items (rows) because it thus gave equal weights to each of the responses. A standard deviation was provided to exhibit the dispersion of user groups with respect to each disclosure item. Moreover, a descending order and mean and standard deviation ranks for each surveyed disclosure item are provided. The order of tabulating user groups from left to right was based on their direct economic interest in business enterprises and their lack of statutory authority to obtain information needs [SFAC 1, 1978 and Saudi standards, 1985] . This order is designed to provide meaningful coefficient of skewness for each disclosure item.
Correlation coefficients, two-way analysis of variance (ANOVA) and significance tests were applied to user group means (columns), for all surveyed disclosure items, to test the homogeneity of their information needs. All statistical measures and significance tests were performed using the Statistical Package for the Social Sciences (SPSS/PC + ) [1986] .
IV. Results of Homogeneity of Information Needs for Prime User Groups
Results of Surveying Users' Information Needs (1) The Appendix shows descending order of survey weights by each user group, coefficients of skewness and kurtosis for each surveyed disclosure item. M : disclosure item mean calculated for the seven user groups. S : disclosure item standard deviation calculated for the seven user groups. R : descending order of mean and standard deviation ranks over all items. * : groups where significance tests showed that they constitute the users of the general purpose reports. Calculated average for these user group means are used to apply the Data Expansion approach for the purpose of enhancing the Saudi disclosure standards.
A summary of the table results are as follows:
1. Based on the means of disclosure items for the seven prime users, income from continuing operations reflected the most important item to users (first rank), then 2-year final accounts (the traditional trading, profit and loss accounts) showed the second important item. Income statement recently required by the Saudi disclosure standards reflected the third important item. On the other hand, forecast of EPS item showed the least important item to prime users. This finding reflects that the new standard statements are still not familiar to Saudi users generally.
2. An examination of Table 3 and the Appendix should give the reader an item-byitem feel for the current importance level of disclosure items by Saudi user groups, their importance within disclosure categories, the extent of importance diversity among direct interest users and indirect interest (authoritative) users and coefficients of skewness, kurtosis for each disclosure item.
Homogeneity of Information Needs for Diverse Users
The focus on the issue of the homogeneity of information needs, the paper presents in Table 4 the correlation matrix for the weights assigned by the seven users to all surveyed disclosure items. Furthermore, significance tests were performed to survey results to explain the degree of the homogeneity of information needs. The table shows generally low correlation coefficients among the information needs of prime users. Insignificant and low coefficients are obvious between the information needs of department of income tax, investors and the rest of user groups. To test the homogeneity of information needs in the universe an analysis of variance is performed.
The bottom of Table 3 showed the sample means of the seven (j = 1, 2,.. ,7) user groups. Based on these means homogeneity of information needs is tested in Table 5 as follows:
H 0 : µ 1 = µ 2 = µ 3 = µ 4 = µ 5 = µ 6 = µ 7 (θ j = 0 for all j samples) H a : at least two of the universe means, are equal (θ j are not all = 0) d.f. 1 = 7-1 = 6 d.f. 2 = 6 + (7 × 59) -7 -15 -54 = 343 α = 5% Since the computed F for the source of variation between user groups (7.741) is greater than the computed F (6,343.05 = 2.12), the null hypothesis is rejected.
To focus on user group(s) that have significant different information needs, twotail t-test procedures are performed for testing the significance of the difference between the means of each pair of user groups. Table ( 6) shows that there are significant differences for most t-statistics calculated between Department of Income Tax, the General Auditing Bureau and the rest of prime users. These test results suggest that special purpose reporting is required for satisfying the statutory functions of these users. Such a special purpose reporting should be based on the detailed final accounts (e.g. detailed trading, and profit and loss accounts) rather than the financial statements mandated by the general purpose disclosure standards. Moreover, this funding suggests that the first research hypothesis (homogeneity of information needs by diverse users) is rejected.
V. Evaluation of Achieving the General Purpose Information Needs for the Saudi Disclosure Standards: An Application of Data Expansion Approach
Statistical tests applied in section IV suggested that the general purpose disclosure items are relevant to the first five user groups: Investors (present and potential investors), Banks, Development Fund Institutions (present and potential creditors), Firms' Management and Ministry of Commerce. On the other hand, surveying the general purpose needs for prime user groups used the following weighting items scheme. 0 : it is not necessary for the item to be in the general purpose reports. 1 : the item is of a limited importance to user's objectives. 2 : the item is important to user's objectives. 3 : it is essential for the item to be in the general purpose reports.
In order to determine whether the surveyed disclosure items should be included in the Saudi disclosure standards for their enhancement, or not, the assigned weights by the FIVE proven general purpose groups can be summarized as follows: 0-1 : indicates that the importance of the item ranges from no to a limited importance. 2-3 : indicates that the importance of the item ranges from an important to an essential.
Accordingly, one can say that the criterion for choosing (or not choosing) the item to be included in disclosure standards -will be in the critical range from greater than 1 to less than 2. The latter range is attributed to the fact that if the computed mean is in this range, it indicates that the item has a weight greater than a limited importance but still less than important to the five general purpose user groups.
The bottom of Table 3 showed the sample means of all seven (j = 1, 2,.. , 7) user groups. Based on the findings of the significance tests calculations in section IV, Table  3 also showed the computed average of the means for the first five user groups (after excluding the statutory users j = 6 and 7). This average (mean) of the means is usually used in ANOVA procedures and equals 1.87 in our case. The latter measure was selected as an objective criterion for choosing items of general purpose disclosure because it is based on the needs of the tested general purpose users and lies in the critical range.
Based on the research findings, the data expansion approach is applied to the surveyed items of general purpose disclosure according to the following criteria:
1. If the surveyed disclosure item has a mean based on the needs of the five user groups greater than or equal 1.87, the item should be included in the general purpose disclosure requirements.
2. If the surveyed disclosure item has a mean based on the needs of the five user groups less than 1.87, the item is of a limited or no importance to general purpose needs. Since the mid-point of the critical range is 1.5, it was selected to apply the following criteria: a -If the disclosure item has a mean in the range greater than 1.5 but less than 1.87 it is considered a marginal (M) item, i.e. it is not currently needed in the Saudi disclosure requirements but it is expected to be needed in the future with the increasing awareness of the recently developed disclosure standard requirements.
b -If the disclosure item has a mean equal or less than 1.5, it is not necessary to be in the Saudi disclosure requirements currently or in the near future.
In this respect, section IV showed that the second disclosure item of the External Financial Reports category (2 Years Final Accounts) is relevant to special purpose reporting required by Department of income Tax and the General Auditing Bureau. Accordingly, the remaining 58 surveyed items associated with the general purpose disclosure are presented in Table 7 . For each item the Table shows its calculated mean for the five general purpose user groups, an evaluation to whether it is currently required in the Saudi disclosure standards (1 Required, 0 = Not Required), and the research evaluation of its need to the K.S.A. disclosure requirements based on the above criterion of data expansion approach (1 = Currently Required, M=marginal or currently not required but needed in the near future, 0 = Neither currently required nor in the near future). Table ( 6) results can be summarized as follows:
1. The Saudi disclosure standards covered 25 items out of the above 58 surveyed items. These items can be classified into two groups: a. Items covered. by the Saudi disclosure standards and the research survey showed that the general purpose users need them: 2. The Saudi disclosure standards did not cover 33 items of the above 58 surveyed items. These items can be classified into three groups: a. Items not covered by the Saudi standards and the research survey showed that the general purpose users currently need them: These items are generally related to advanced issues in accounting and there are no Saudi standards to regulate them Furthermore, the above items' findings suggest that the second research hypothesis (sufficiency of Saudi disclosure standards to meet the information needs of diverse users) is rejected. Considering the situation of the above disclosure items in future Saudi mandates can enhance the general purpose reporting in K.S.A. Most of the items in this group are related to internal matters inside the firm which might be of a very limited importance to Saudi general purpose users Moreover, the limited role of the capital market in K.S.A. has degraded the weights of other items in this group as the disclosure of price level adjustments.
VI. Evaluation of the Application of the Saudi Disclosure Standards to Published Corporate Annual Reports
To test the third research hypothesis, this section presents a general evaluation of the compliance of published annual reports with the Saudi disclosure standards. The evaluation covers the contents of the financial statements that were publicly published during the first six months of 1988 (Saudi standards were effective in late 1985). Compliance evaluation is based on the following criteria:
■ The Saudi disclosure standards required four financial statements (statement of financial position, income statement, statement of retained earnings, and statement of sources and application of funds) according to specified proforma. One point is as signed to the corporation for disclosing each of the standard statements.
■ One point is assigned to the corporation if it disclosed major notes to financial statements as specified by the standard provisions, half point is assigned if the corporation disclosed limited notes (notes less than specified by the standard provisions as shown in Exhibit 2), and a zero is assigned otherwise.
■ Based on the above criteria, 5 points are assigned to the corporation that applied all the disclosure provisions. Since some corporations disclosed additional statements to the major statements (balance sheet and income statement) as statement of operations, a half point is assigned for each additional statement disclosed provided that the corporation disclosed the two major statements mandated by the standards.
■ The evaluation calculated the overall percentages of meeting the standard mandates by Saudi economic sectors. Although the research can use the weights derived from the survey of the general purpose needs (section IV) to evaluate the detailed disclosure items, limitations on the paper sized forced the author to present an overall evaluation. This evaluation is more relevant to the Saudi Ministry of Commerce to recognize corporation(s), sector(s) and standard provision(s) that are not meeting its new accounting regulation objectives. ■ Sixty-eight (68.1%) percent of disclosure mandates are achieved in the published annual reports of all sample corporations. This percentage ranged from a minimum of 20% in electricity sector to a maximum of 94% in the agricultural sector. Nine firms (34.6%) only applied all the standard mandates and some of them disclosed additional financial statements.
■ Fourty-two (42.3%) percent of the sample corporations disclosed the standard statement of retained earnings, (57.7%) of the sample corporations disclosed the standard statement of sources and uses of fund and (65.4%) of the sample corporations disclosed the standard statement of income.
■ Seven corporations in the sample (26.9%) did not disclose any notes to financial statements.
Based on these findings the third research hypothesis is rejected, i.e. not all the Saudi corporations are complying with the Ministry of Commerce disclosure mandates.
Conclusion
Since the proposition of the homogeneity of information needs for diverse financial statement users has not been tested in the United States and in the Arab World; this paper provided an empirical investigation on the characteristics of information needs by prime user groups in the K.S.A. The paper tested three research hypotheses given that the K.S.A. issued standard of accounting regulation three years ago. Significant tests suggested that both hypotheses of homogeneity of information needs for diverse users of financial statements and the sufficiency of the Saudi disclosure standards to meet user needs-are rejected. Data expansion approach was applied to the survey results in order to determine relevant measures to enhance the K.S.A. disclosure standard-setting. Moreover, comparing disclosures provisions to published annual reports showed that not all the Saudi corporations were complying with the Ministry of Commerce disclosure mandates.
Based on the empirical findings, the research recommends the followings:
■ Special purpose reporting is required to statutory prime user groups.
■ The Saudi disclosure standards should include mandates for statements of cash flows, dividend policy, allowance for doubtful accounts, maintenance and repair expenses, pension plans and their allowances, and expenses of recruiting and training manpower.
■ The Ministry of Commerce should urge the Saudi public accounting firms to report on applying all disclosure mandates. Special emphasis should be given to disclosing major categories of income as mandated by the disclosure standards.
■ The Ministry of Commerce should take all necessary measures to complete its current project of developing the rest of the Saudi financial accounting standards. All standards should be mandatory.
‫ﺍﻟﻌﺮﺑﻴﺔ‬ ‫ﺍﳌﺮﺍﺟﻊ‬ ‫ﺍﻟﺪﻳﻦ‬ ‫ﻓﺆﺍﺩ‬ ‫ﳏﻤﺪ‬ ‫‪‬ﺠﺖ،‬
Coefficients of skewness, kurtosis, and descending ranks for weights assigned by user groups of financial reporting to 59 surveyed items of the general purpose disclosure-K.S.A., 1988. 
